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Out-of-pocket fees for health care in Australia: 
implications for equity
Out-of-pocket fees create access barriers to health care, exacerbating health inequalities

In Australia, 15% of all expenditure on health care 
comes directly from individuals in the form of out-
of-pocket fees — this is almost double the amount 

contributed by private health insurers.1 There is 
concern that vulnerable groups — socio-economically 
disadvantaged people and older Australians in 
particular, who also have higher health care needs 
— are spending larger proportions of their incomes 
on out-of-pocket fees for health care.2 A 2019 study 
identified that one in three low income households 
are spending more than 10% of their income on 
health care.3 This might create economic hardship, 
and individuals do forgo care,4 with one in four 
Australians without a health care condition and up to 
one in two with certain health conditions avoiding care 
because of the cost.4

Health care services in Australia are delivered through 
a mixture of public and private providers, with 
governments subsidising the costs of care but out-
of-pocket fees remaining a significant component.5 
Australia is not unique in this, with similar systems 
in New Zealand, Ireland, France, Germany, the 
Netherlands, and the United Kingdom. However, in 
Australia, out-of-pocket fees make up a larger proportion 
of overall health expenditure than in these other 
countries.6 The amount paid by households on health 
care in Australia was estimated to be $3200 in 2014,3 
with out-of-pocket fees per health care service rising 
over time.7 The increasing out-of-pocket expenditure by 
patients is concerning in light of international experience 
in the United States, where there is a reliance on private 
or market-based health care, and health care costs are  
the leading cause of bankruptcy.8

The level of out-of-pocket fees in Australia has 
ignited vigorous policy and academic debate.9-11 
Varied viewpoints range from the impact of high fees 
on a patient’s ability to access care4 and the equity 
implications of high fees,12 to the right of private 
providers to set their own fees in an open market 
and to recover costs of providing care.13 Out-of-
pocket fees are also part of cost-sharing measures 
between governments and patients, as a result of 
increasing government expenditure on health care and 
unprecedented levels of demand.1 This article examines 
the current provision of health care and out-of-pocket 
fees within Australia through a micro-economic lens, 
identifying the access and equity implications of the 
dual public–private system, and considers potential 
systems-level options for a way forward.

Universal health care and private health insurance 
in Australia

Under Australia’s universal health care system, 
individuals can access care in public hospitals free of 

charge. Public hospitals are owned and operated by 
state governments. Outside of public hospitals, health 
care services are owned and operated by private 
providers on either a for-profit or not-for-profit basis. 
The costs to individuals for accessing these services 
are partly subsidised by the federal government 
through Medicare. Medicare covers services such 
as consultations with general practitioners and 
specialists, and diagnostic tests and imaging.

Australia also has numerous policy incentives and 
penalties to encourage Australians to take out private 
health insurance and access private hospitals, and thus 
private specialist health care. Private health insurance 
covers the hospital stay component in private hospitals. 
For the actual health services provided by private 
specialists within private hospitals, Medicare will pay 
a subsidy for the service, with an individual’s private 
health insurance potentially paying for either the 
remainder of the charge, or patients themselves also 
having to pay. This will depend upon the coverage of 
each individual policy, and the amount charged by 
the provider of the service, with many private health 
insurance policies only providing reimbursement 
up to a certain amount. Only 44% of private hospital 
admissions had no out-of-pocket fees in the 2020–21 
financial year;14 and in the same period only 34% 
of specialist attendances were bulk billed (meaning 
there was no out-of-pocket fee).7 The average out-of-
pocket fee for out-of-hospital specialist and obstetric 
services was $98 and $303 per non-bulk billed visit, 
respectively.7 Out-of-pocket fees are therefore a major 
feature of private specialist care.

User fees and the role of the market in setting 
price

Private health care services (ie, all services outside 
of public hospital services) are provided through the 
market. This means that the fee charged for services 
covers the cost of production (staff salaries, capital 
costs, and operation costs such as insurance) less any 
government subsidies. For providers operating on a 
for-profit basis, it also includes a profit component, 
and the objective of such providers is profit 
maximisation. A recent report found that profits for 
private specialists increased by 11% between 2019–20 
and 2020–21; profits for GPs increased by a smaller 
amount (2%).13 It is also notable that the average salary, 
before tax and after deducting practice costs, is around 
$400 000 per year for specialists, and around $200 000 
per year for GPs.15

The ability of private providers of health care services 
to set their own fees, to cover operational costs and 
make profits, is a key feature of the Australian health 
care system. This is supported by the Australian 
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Constitution, with government excluded from 
regulating fees that health care providers 
charge for their services.16 The fee charged, and 
the amount of profit, is therefore determined by 
an individual consumer’s willingness to pay for 
the service. In the market, the higher the 
willingness to pay, the higher the service fee. 
This is problematic in health care as willingness 
to pay is constrained by ability to pay, with 
people at socio-economic disadvantage — who 
generally have poorer health17 — having a 
lower ability to pay the higher prices often paid 
by those at socio-economic advantage.18

Although the private market is subsidised 
through Medicare, patients are only 
reimbursed a fixed amount based on the 
Medicare schedule fee for each service. 
This schedule fee generally differs from 
the fees actually charged.7 The Medicare 
safety net reimburses patients at a higher 
amount (initially 85% for most out-of-hospital 
services, or 100% of GP services; increasing 
to 100% under the safety net) once they 
have reached a certain threshold of out-of-
pocket expenditure in a year ($531.70 in March 2023). 
However, the disconnect between the schedule fee 
and the fees charged by providers still leaves patients 
vulnerable to open-ended out-of-pocket fees (Box). The 
extended Medicare safety net applies when a higher 
threshold (in March 2023, $770 for people who have 
a concession card or family tax benefit, and $2414 for 
others) reimburses patients at 80% of out-of-pocket 
expenditure based on the actual provider fee; however, 
again this still leaves patients to pay a potentially high 
out-of-pocket amount.

Implications for access to care

With the market as the mechanism for the distribution 
of private care, only those with the ability to pay the 
market price will be able to access this care. To some 
extent, as a result of the dual private and public system 
in Australia, those who are unable to afford to pay or 
who are unwilling to pay the market price for private 
care may still be able to receive care through the public 
hospital system — with public hospitals providing care 
for all essential acute medical services, based upon 
urgency. However, this does not cover primary care, 
and waiting times in public hospitals for non-urgent 
reasons might mean that people priced out of the 
private market are not able to achieve access. Using 
Queensland public hospital outpatient specialist clinics 
as an example, 20% of non-urgent cardiac patients and 
30% of non-urgent respiratory patients wait more the 
365 days to receive care.19

Market undermining equity

Although people with higher incomes may have the 
ability to pay to access private specialist care, such 
user fees cannot themselves directly contribute to the 
promotion of equity. There is no direct transfer of out-
of-pocket fees from people of higher socio-economic 
status to those of lower socio-economic status. 

Out-of-pocket fees, and by extension government 
subsidies, do nothing to directly subsidise access for 
people of lower socio-economic status who are unable 
to pay market prices. This, combined with public 
subsidisation of private health insurance premiums 
($6.2 billion per year)1 means that there is potentially 
a large transfer of public expenditure (Medicare 
subsidies for private specialist care, plus private health 
insurance subsidies) to wealthier people and away 
from lower socio-economic status groups,20 who are 
more likely to be in need of care.17 Allowing the more 
affluent to exercise their higher ability to pay only 
contributes to higher inequality by allowing higher 
socio-economic status groups to access care more 
frequently.21-23

Systems-level options for change

A potential option to reduce out-of-pocket fees 
and reduce affordability barriers is for the federal 
government to expand Medicare coverage to areas 
such as dental, and increase the subsidies paid through 
Medicare, by increasing Medicare Benefit Schedule 
fees. However, previous increases in Medicare rebates 
have not resulted in substantial out-of-pocket cost 
reductions.24

Increasing the volume of outpatient specialist care 
through public hospitals might be an additional option 
to improving equity. Although there is a skew towards 
higher socio-economic status in access to Medicare 
services,21-23,25 public hospitals achieve greater equity 
in the provision of care than private hospitals.25,26 
However, public hospitals play a vital role contributing 
to equity in health access once conditions arise; they do 
not cover primary and preventive care.

The Pharmaceutical Benefits Scheme has also achieved 
equity in health care access.27 The Pharmaceutical 
Benefits Scheme differs from Medicare in that 
the federal government pays a set, agreed price to 
providers (pharmaceutical companies), and there is a 

Vulnerability of patients to high out-of-pocket fees even with 
the Medicare safety net*

* Medicare schedule fee hypothetically set at $100 and actual provider fee hypothetically  
set at $130. These different amounts lead to patients being vulnerable to high out-of-
pocket fees even with the Medicare safety net: $45 initially, or $30 with the Medicare 
safety net. ◆
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maximum out-of-pocket price that consumers will pay 
for any medication. Introducing a low ceiling out-of-
pocket fee under Medicare, whereby individuals never 
pay more than this amount for health care services 
and governments pay an agreed amount to providers, 
could produce more equitable access.

Many other options for change have also been 
proposed, such as incentives for bulk-billed 
private specialist services, promoting greater price 
transparency, and funding specific conditions in 
bundles of funding (rather than based on frequency of 
services).28-30 There is therefore a considerable suite of 
options for reform.

Conclusion

Out-of-pocket fees in Australia are already leading 
to patients avoiding care because of the cost. The US 
offers a salient reminder of the impacts of unaffordable 
health care. There are numerous options for reducing 
out-of-pocket fees and promoting affordability. Moving 
forward with active, bold reform should be a priority 
to ensure promotion of equity and truly universal 
health care in Australia.

Open access: Open access publishing facilitated by University of 
Technology Sydney, as part of the Wiley - University of Technology Sydney 
agreement via the Council of Australian University Librarians.

Competing interests: No relevant disclosures.

Provenance: Commissioned; externally peer reviewed. ■
© 2023 The Author. Medical Journal of Australia published by John Wiley & Sons 
Australia, Ltd on behalf of AMPCo Pty Ltd.

This is an open access article under the terms of the Creative Commons 
Attribution License, which permits use, distribution and reproduction in any 
medium, provided the original work is properly cited.

	 1	 Australian Institute of Health and Welfare. Health expenditure 
Australia 2019–20 (Cat. No. HWE 87). Canberra: AIHW, 2022. 
https://www.aihw.gov.au/repor​ts/health-welfa​re-expen​ditur​e/
health-expen​diture-austr​alia-2019-20/conte​nts/about (viewed 
Feb 2023).

	 2	 Carpenter A, Islam MM, Yen L, Mcrae I. Affordability of out-of-
pocket health care expenses among older Australians. Health 
Policy 2015; 119: 907-914.

	 3	 Callander EJ, Fox H, Lindsay D. Out-of-pocket healthcare 
expenditure in Australia: trends, inequalities and the impact 
on household living standards in a high-income country with a 
universal health care system. Health Econ Rev 2019; 9: 10.

	 4	 Callander EJ, Corscadden L, Levesque J-F. Out-of-pocket 
healthcare expenditure and chronic disease–do Australians forgo 
care because of the cost? Aust J Prim Health 2017; 23: 15-22.

	 5	 Colombo F, Tapay N. Private health insurance in OECD countries: 
the benefits and costs for individuals and health systems (OECD 
Health Working Papers No. 15). Paris: OECD, 2004. https://www.
oecd.org/els/health-syste​ms/33698​043.pdf (viewed Feb 2023).

	 6	 World Health Organization; The World Bank. Tracking universal 
health coverage: 2017 global monitoring report. World Health 
Organization and International Bank for Reconstruction and 
Development/The World Bank, 2017. https://apps.who.int/iris/
bitst​ream/handl​e/10665/​25981​7/97892​41513​555-eng.pdf (viewed 
Feb 2023).

	 7	 Department of Health and Aged Care. Medicare annual statistics – 
State and territory (2009–10 to 2021–22). https://www.health.gov.
au/resou​rces/publi​catio​ns/medic​are-annual-stati​stics-state-and-
terri​tory-2009-10-to-2021-22?langu​age=en (viewed Feb 2023).

	 8	 Himmelstein DU, Lawless RM, Thorne D, et al. Medical 
bankruptcy: still common despite the Affordable Care Act. Am J 
Public Health 2019; 109: 431-433.

	 9	 Yusuf F, Leeder SR. Can’t escape it: the out-of-pocket cost of 
health care in Australia. Med J Aust 2013; 199: 475-478. https://
www.mja.com.au/journ​al/2013/199/7/cant-escape-it-out-pocket-
cost-health-care-austr​alia

	10	 Slavova-Azmanova NS, Newton JC, Saunders CM. Marked 
variation in out-of-pocket costs for cancer care in Western 
Australia. Med J Aust 2020; 212: 525-526. https://www.mja.com.
au/journ​al/2020/212/11/marked-varia​tion-out-pocket-costs-
cancer-care-weste​rn-austr​alia

	11	 Laba T-L, Usherwood T, Leeder S, et al. Co-payments for health 
care: what is their real cost? Aust Health Rev 2014; 39:  
33-36.

	12	 Jan S, Essue BM, Leeder SR. Falling through the cracks: the hidden 
economic burden of chronic illness and disability on Australian 
households. Med J Aust 2012; 196: 29-31. https://www.mja.com.
au/journ​al/2012/196/1/falli​ng-throu​gh-cracks-hidden-econo​mic-
burden-chron​ic-illne​ss-and-disab​ility

	13	 Scott A. Trends in the structure and financial health of private 
medical practices in Australia. ANZ–Melbourne Institute Health 
Sector Report. 2022. https://www.anz.com.au/conte​nt/dam/anzco​
mau/docum​ents/pdf/ANZ-Melbo​urne-Insti​tute-Health-Sector-
Report.pdf (viewed Feb 2023).

	14	 Department of Health and Aged Care. Hospital Casemix Protocol 
annual report — 2020-21. https://www.health.gov.au/resou​rces/
publi​catio​ns/hcp-annual-report-2020-21 (viewed Feb 2023).

	15	 Scott A. The evolution of the medical workforce. ANZ–Melbourne 
Institute Health Sector Report. 2021. https://melbo​urnei​nstit​ute.
unime​lb.edu.au/__data/asset​s/pdf_file/0011/38099​63/ANZ-
Health-Sector-Report-2021.pdf (viewed Feb 2023).

	16	 Faux M, Wardle J, Adams J. Medicare billing, law and practice: 
complex, incomprehensible and beginning to unravel. J Law Med 
2019; 27: 66-93.

	17	 Australian Institute of Health and Welfare. Australia’s health 
2022: in brief. https://www.aihw.gov.au/repor​ts/austr​alias-healt​
h/austr​alias-health-2022-in-brief/​summary (viewed Feb 2023).

	18	 Chalmers K, Elshaug AG, Pearson S-A, Landon BE. Patterns of 
specialist out-of-pocket costs for Australian Medicare services: 
implications for price transparency. Aust Health Rev 2022; 46: 
645-651.

	19	 Queensland Health. Queensland reporting hospitals: specialist 
outpatient. http://www.perfo​rmance.health.qld.gov.au/Hospi​tal/
Speci​alist​Outpa​tient/​99999 (viewed Feb 2023).

	20	 Palangkaraya A, Yong J, Webster E, Dawkins P. The income 
distributive implications of recent private health insurance policy 
reforms in Australia. Eur J Health Econ 2009; 10: 135-148.

	21	 Dalziel KM, Huang L, Hiscock H, Clarke PM. Born equal? The 
distribution of government Medicare spending for children. Soc 
Sci Med 2018; 208: 50-54.

	22	 Pulok MH, Van Gool K, Hall J. The link between out-of-pocket 
costs and inequality in specialist care in Australia. Aust Health Rev 
2022; 46: 652-659.

	23	 Bull C, Howie P, Callander EJ. Inequities in vulnerable children’s 
access to health services in Australia. BMJ Glob Health 2022; 7: 
e007961.

	24	 Wong CY, Greene J, Dolja-Gore X, van Gool K. The rise and fall in 
out-of-pocket costs in Australia: an analysis of the strengthening 
Medicare reforms. Health Econ 2017; 26: 962-979.

	25	 Callander EJ, Shand A, Nassar N. Inequality in out of pocket fees, 
government funding and utilisation of maternal health services in 
Australia. Health Policy 2021; 125: 701-708.

	26	 Hyun K, Redfern J, Woodward M, et al. Socioeconomic equity in 
the receipt of in-hospital care and outcomes in Australian acute 
coronary syndrome patients: the CONCORDANCE registry. Heart 
Lung Circ 2018; 27: 1398-1405.

	27	 Knott RJ, Clarke PM, Heeley EL, Chalmers JP. Measuring the 
progressivity of the pharmaceutical benefits scheme. Aust Econ 
Rev 2015; 48: 122-132.

http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
https://www.aihw.gov.au/reports/health-welfare-expenditure/health-expenditure-australia-2019-20/contents/about
https://www.aihw.gov.au/reports/health-welfare-expenditure/health-expenditure-australia-2019-20/contents/about
https://www.oecd.org/els/health-systems/33698043.pdf
https://www.oecd.org/els/health-systems/33698043.pdf
https://apps.who.int/iris/bitstream/handle/10665/259817/9789241513555-eng.pdf
https://apps.who.int/iris/bitstream/handle/10665/259817/9789241513555-eng.pdf
https://www.health.gov.au/resources/publications/medicare-annual-statistics-state-and-territory-2009-10-to-2021-22?language=en
https://www.health.gov.au/resources/publications/medicare-annual-statistics-state-and-territory-2009-10-to-2021-22?language=en
https://www.health.gov.au/resources/publications/medicare-annual-statistics-state-and-territory-2009-10-to-2021-22?language=en
https://www.mja.com.au/journal/2013/199/7/cant-escape-it-out-pocket-cost-health-care-australia
https://www.mja.com.au/journal/2013/199/7/cant-escape-it-out-pocket-cost-health-care-australia
https://www.mja.com.au/journal/2013/199/7/cant-escape-it-out-pocket-cost-health-care-australia
https://www.mja.com.au/journal/2020/212/11/marked-variation-out-pocket-costs-cancer-care-western-australia
https://www.mja.com.au/journal/2020/212/11/marked-variation-out-pocket-costs-cancer-care-western-australia
https://www.mja.com.au/journal/2020/212/11/marked-variation-out-pocket-costs-cancer-care-western-australia
https://www.mja.com.au/journal/2012/196/1/falling-through-cracks-hidden-economic-burden-chronic-illness-and-disability
https://www.mja.com.au/journal/2012/196/1/falling-through-cracks-hidden-economic-burden-chronic-illness-and-disability
https://www.mja.com.au/journal/2012/196/1/falling-through-cracks-hidden-economic-burden-chronic-illness-and-disability
https://www.anz.com.au/content/dam/anzcomau/documents/pdf/ANZ-Melbourne-Institute-Health-Sector-Report.pdf
https://www.anz.com.au/content/dam/anzcomau/documents/pdf/ANZ-Melbourne-Institute-Health-Sector-Report.pdf
https://www.anz.com.au/content/dam/anzcomau/documents/pdf/ANZ-Melbourne-Institute-Health-Sector-Report.pdf
https://www.health.gov.au/resources/publications/hcp-annual-report-2020-21
https://www.health.gov.au/resources/publications/hcp-annual-report-2020-21
https://melbourneinstitute.unimelb.edu.au/__data/assets/pdf_file/0011/3809963/ANZ-Health-Sector-Report-2021.pdf
https://melbourneinstitute.unimelb.edu.au/__data/assets/pdf_file/0011/3809963/ANZ-Health-Sector-Report-2021.pdf
https://melbourneinstitute.unimelb.edu.au/__data/assets/pdf_file/0011/3809963/ANZ-Health-Sector-Report-2021.pdf
https://www.aihw.gov.au/reports/australias-health/australias-health-2022-in-brief/summary
https://www.aihw.gov.au/reports/australias-health/australias-health-2022-in-brief/summary
http://www.performance.health.qld.gov.au/Hospital/SpecialistOutpatient/99999
http://www.performance.health.qld.gov.au/Hospital/SpecialistOutpatient/99999


 
M

JA
 218 (7) ▪ 17 A

pril 2023

297

Perspectives

	28	 Russell L, Doggett J. A road map for tackling out-of-pocket health 
care costs. Feb 2019. https://apo.org.au/sites/​defau​lt/files/​resou​
rce-files/​2019-02/apo-nid21​9221.pdf (viewed Feb 2023).

	29	 Babbage S, Hutchins S. Australia’s out-of-pocket healthcare 
problem. PwC Australia, 31 July 2019. https://www.pwc.com.au/healt​
h/health-matte​rs/out-of-pocket-healt​hcare.html (viewed Feb 2023).

	30	 Duckett S, Stobart A, Lin L. Not so universal: how to reduce 
out-of-pocket healthcare payments. Grattan Institute Report 
No. 2022-03, March 2022. https://gratt​an.edu.au/wp-conte​nt/
uploa​ds/2022/03/Not-so-unive​rsal-how-to-reduce-out-of-
pocket-healt​hcare-payme​nts-Gratt​an-Report.pdf (viewed  
Feb 2023). ■

https://apo.org.au/sites/default/files/resource-files/2019-02/apo-nid219221.pdf
https://apo.org.au/sites/default/files/resource-files/2019-02/apo-nid219221.pdf
https://www.pwc.com.au/health/health-matters/out-of-pocket-healthcare.html
https://www.pwc.com.au/health/health-matters/out-of-pocket-healthcare.html
https://grattan.edu.au/wp-content/uploads/2022/03/Not-so-universal-how-to-reduce-out-of-pocket-healthcare-payments-Grattan-Report.pdf
https://grattan.edu.au/wp-content/uploads/2022/03/Not-so-universal-how-to-reduce-out-of-pocket-healthcare-payments-Grattan-Report.pdf
https://grattan.edu.au/wp-content/uploads/2022/03/Not-so-universal-how-to-reduce-out-of-pocket-healthcare-payments-Grattan-Report.pdf

	Out-­of-­pocket fees for health care in Australia: implications for equity
	Universal health care and private health insurance in Australia
	User fees and the role of the market in setting price
	Implications for access to care
	Market undermining equity
	Systems-­level options for change
	Conclusion
	Open access: 
	Competing interests: 
	Provenance: 
	Anchor 12


